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(5) Beneficial Ownership. For purposes
of this section, beneficial ownership is
interpreted in the same manner as it
would be under § 240.16a–1(a)(2) of this
chapter in determining whether a per-
son is the beneficial owner of a secu-
rity for purposes of section 16 of the
Securities Exchange Act of 1934 [15
U.S.C. 78p] and the rules and regula-
tions thereunder. Any report required
by paragraph (d) of this section may
contain a statement that the report
will not be construed as an admission
that the person making the report has
any direct or indirect beneficial owner-
ship in the Covered Security to which
the report relates.

(e) Pre-approval of Investments in IPOs
and Limited Offerings. Investment Per-
sonnel of a Fund or its investment ad-
viser must obtain approval from the
Fund or the Fund’s investment adviser
before directly or indirectly acquiring
beneficial ownership in any securities
in an Initial Public Offering or in a
Limited Offering.

(f) Recordkeeping Requirements. (1)
Each Fund, investment adviser and
principal underwriter that is required
to adopt a code of ethics or to which
reports are required to be made by Ac-
cess Persons must, at its principal
place of business, maintain records in
the manner and to the extent set out in
this paragraph (f), and must make
these records available to the Commis-
sion or any representative of the Com-
mission at any time and from time to
time for reasonable periodic, special or
other examination:

(A) A copy of each code of ethics for
the organization that is in effect, or at
any time within the past five years was
in effect, must be maintained in an eas-
ily accessible place;

(B) A record of any violation of the
code of ethics, and of any action taken
as a result of the violation, must be
maintained in an easily accessible
place for at least five years after the
end of the fiscal year in which the vio-
lation occurs;

(C) A copy of each report made by an
Access Person as required by this sec-
tion, including any information pro-
vided in lieu of the reports under para-
graph (d)(2)(v) of this section, must be
maintained for at least five years after
the end of the fiscal year in which the

report is made or the information is
provided, the first two years in an eas-
ily accessible place;

(D) A record of all persons, currently
or within the past five years, who are
or were required to make reports under
paragraph (d) of this section, or who
are or were responsible for reviewing
these reports, must be maintained in
an easily accessible place; and

(E) A copy of each report required by
paragraph (c)(2)(ii) of this section must
be maintained for at least five years
after the end of the fiscal year in which
it is made, the first two years in an
easily accessible place.

(2) A Fund or investment adviser
must maintain a record of any deci-
sion, and the reasons supporting the
decision, to approve the acquisition by
investment personnel of securities
under paragraph (e), for at least five
years after the end of the fiscal year in
which the approval is granted.

[64 FR 46834, Aug. 27, 1999; 65 FR 12943, Mar.
10, 2000]

§ 270.18c–1 Exemption of privately
held indebtedness.

The issuance or sale of more than one
class of senior securities representing
indebtedness by a small business in-
vestment company, licensed under the
Small Business Investment Act of 1958,
shall not be prohibited by section 18(c)
so long as such small business invest-
ment company does not have out-
standing any publicly held indebted-
ness, and all securities of any such
class are (a) privately held by the
Small Business Administration, or
banks, insurance companies or other
institutional investors, (b) not in-
tended to be publicly distributed, and
(c) not convertible into, exchangeable
for, or accompanied by any option to
acquire, any equity security.

[26 FR 11240, Nov. 29, 1961]

§ 270.18c–2 Exemptions of certain de-
bentures issued by small business
investment companies.

(a) The issuance or sale of any class
of senior security representing indebt-
edness by a small business investment
company licensed under the Small
Business Investment Act of 1958 shall
not be prohibited by section 18(c) of the
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Act provided such senior security rep-
resenting indebtedness is (1) not con-
vertible into, exchangeable for, or ac-
companied by an option to acquire any
equity security; (2) fully guaranteed as
to timely payment of all principal and
interest by the Small Business Admin-
istration and backed by the full faith
and credit of the United States; and (3)
subordinated to any other debt securi-
ties not issued pursuant to this section
or, if such security is not so subordi-
nated, that such security, according to
its own terms, will not be preferred
over any other unsecured debt securi-
ties in the payment of principal and in-
terest: And further provided, That all
other debt securities then outstanding
issued by such small business invest-
ment company were issued as per-
mitted by § 270.18c–1 or this section.

(b) Any security issued and sold as
permitted by paragraph (a) of this sec-
tion shall be deemed for purposes of
§ 270.18c–1 to be privately held by the
Small Business Administration and for
purposes of § 270.18c–1 shall not be
deemed to be publicly held outstanding
indebtedness.

(c) The issuance or sale of any secu-
rity as permitted by paragraph (a) of
this section shall not be deemed to be
a sale to any person other than the
Small Business Administration by any
small business investment company li-
censed under the Small Business In-
vestment Company Act of 1958 which is
exempt from any provision of the In-
vestment Company Act, if such exemp-
tion is conditioned on such company
not offering or selling its securities to
any person other than the Small Busi-
ness Administration.

(Secs. 6(c), 38(a), 54 Stat. 800, 841, 15 U.S.C.
80a–6(c), 80a–37(a))

[37 FR 7590, Apr. 18, 1972]

§ 270.18f–1 Exemption from certain re-
quirements of section 18(f)(1) (of
the Act) for registered open-end in-
vestment companies which have the
right to redeem in kind.

(a) A registered open-end investment
company which has the right to redeem
securities of which it is the issuer in
assets other than cash may file with
the Commission at any time a notifica-
tion of election on Form N–18F–1
(§ 274.51 of this chapter) committing

itself to pay in cash all requests for re-
demption by any shareholder of record,
limited in amount with respect to each
shareholder during any 90-day period to
the lesser of

(1) $250,000 or
(2) 1 percent of the net asset value of

such company at the beginning of such
period.

(b) An election pursuant to para-
graph (a) of this section:

(1) Shall be described in either the
prospectus or the Statement of Addi-
tional Information, at the discretion of
the investment company, and

(2) Shall be irrevocable while this
§ 270.18f–1 is in effect unless the Com-
mission by order upon application per-
mits the withdrawal of such notifica-
tion of election as being appropriate in
the public interest and consistent with
the protection of investors.

(c) Upon making the election de-
scribed in paragraph (a) of this section,
an investment company shall be ex-
empt from the requirements of section
18(f)(1) (of the Act) to the extent nec-
essary for such company to effectuate
redemptions in the manner set forth in
such paragraph.

(Secs. 7, 10, and 19 of the Securities Act of
1933 (15 U.S.C. 77g, 77j, and 77s) and secs. 8, 30
and 38 of the Investment Company Act of
1940 (15 U.S.C. 80a–8, 80a–29 and 80a–37))

[36 FR 11919, June 23, 1971, as amended at 48
FR 37940, Aug. 22, 1983]

§ 270.18f–2 Fair and equitable treat-
ment for holders of each class or se-
ries of stock of series investment
companies.

(a) For purposes of this § 270.18f–2 a
series company is a registered open-end
investment company which, in accord-
ance with the provisions of section
18(f)(2) of the Act, issues two or more
classes or series of preferred or special
stock each of which is preferred over
all other classes or series in respect of
assets specifically allocated to that
class or series. Any matter required to
be submitted by the provisions of the
Act or of applicable State law, or oth-
erwise, to the holders of the out-
standing voting securities of a series
company shall not be deemed to have
been effectively acted upon less ap-
proved by the holders of a majority of
the outstanding voting securities of
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